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ABSTRACT 
 
In the age of strong contestation of foreign assistance as a general concept, aid 
industry finds itself on a constant crusade to pursue a suitable approach towards 
development. Influenced by general shifts in global political economy thinking, it turned 
towards private sector, both as a recipient and as a donor. Fashion industry, as one of the 
most globalized industries, began to play a vital role in the process. 
This thesis explores how aid to private fashion sector influences development of 
local communities in Ghana. It takes the Ethical Fashion Initiative as an ultimate case 
study to analyze the complex interplay between various international, national and local 
actors in private sector development in the country, how they overlap and mutually 
influence developmental outcomes. 
Staying within a broader development aid discourse, analysis of this thesis unfolds 
as follows- firstly, background information is presented, introducing research field, its 
purpose, and methodology. Secondly, theoretical framework is outlined in order to provide 
a setting for comprehensive understanding of a problem in question. Following sections 
focus on, namely: evolution of development aid concept, introduction of private sector 
development approach, description of Ghana and its private fashion sector as a case study 
and finally analyzing the Ethical Fashion Initiative. 
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INTRODUCTION 
 
1. BACKGROUND OF THE STUDY 
 
After the Second World War the countries of the global North experienced high 
level of growth, benefiting from the post-war recovery followed by a steadily increasing 
demand for goods and services, and consequently, rising production. Simultaneously, 
regions of the global South, especially Africa, got trapped in poverty, existing on the 
opposite axis of widening gap between developed and underdeveloped worlds. For that 
reason, in the second part of the XX century, Africa became a major target of development 
aid programmes that flooded the continent with the substantial amounts of capital. 
The concept of development aid underwent significant changes since it first 
appeared in the international political and economic discourse. Aid, understood as: “all 
official concessional flows from bilateral and multilateral agencies, whether a loan or a 
grant, that can be considered to be developmental in intent”1, evolved in terms of motives 
and interests of both donor and recipient countries, as well as in terms of goals it was set to 
achieve. Different phases of evolution of the form and character of development aid that 
persisted on the international arena up to present times have drawn heavy criticism from 
the side of academics, development practitioners and, most importantly, those who aid was 
directed at. Many projects within various development approaches failed to achieve the 
primary goal of aid- enhancing growth and fighting poverty- leading to what become 
known as the “aid fatigue” syndrome.2 
What is by many claimed to be relatively new under the sun in the development aid 
                                                 
1
  Ashok Chakravarti, Aid, Institutions and Development. New approaches to Growth, Governance and 
Poverty (Edward Elgar Publishing Limited, Chaltenham, 2005),1 
2
  The concept of “aid fatigue” explained in: Japan International Cooperation Agency,  Annual Report 2003, 
p. 225, http://www.jica.go.jp/english/publications/reports/annual/2003/index.html (accessed on the 11th 
of March 2013) 
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sphere that can bring back the hope in the whole concept is the private sector development. 
As Kurokawa, Tembo and Willem te Velde state: “private sector development is crucial for 
growth, development and employment creation in Africa”.3 These factors can contribute in 
consequence to poverty reduction, by improving the general well-being of people on a 
basic level. Through development of Small and Medium Enterprises (SME's) the middle 
class is created, that in turn is believed to secure economic growth, stable democracy and 
free market. Private sector development is an alternative to bi- and multilateral, 
intergovernmental cash flows that have been a dominant component of development aid in 
recent decades. It is believed to be able to provide an answer to those who doubt the aid 
system for the lack of accountability and transparency in how these flows are allocated. 
The last couple of years witnessed various ways of supporting the private sector in Africa 
to be very much in fashion- private sector development is perceived to become a “new 
black” in the international development aid discourse.4 
Although private sector development gained substantial attention in the mainstream 
literature on new approaches to development, it certainly cannot be considered as a magic 
bullet that is going to solve all the problems that got accumulated around the foreign aid 
over the last six decades. However, this thesis aims at evaluating the role of this 
perspective within the aid discourse and critically assess, based on the case study of the 
Ethical Fashion Initiative, how private sector development is being applied and what are its 
shortcomings as well as advantages in the African setting. 
Having introduced private sector development, with the emphasis on SME's, as a 
key research field, and staying within the broader fashion discourse, I then turn to apparel 
                                                 
3
  Kiyoto Kurokawa, Fletcher Tembo and Dirk Willem te Velde, Donor support to private sector 
development in sub-Saharan Africa. Understanding  the Japanese OVOP programme, JICS-ODI Working 
Paper 290 (2008),1 http://www.isn.ethz.ch/isn/Digital-Library/Publications/Detail/?ots591=0c54e3b3-
1e9c-be1e-2c24-a6a8c7060233&lng=en&id=57158 (accessed online on the 11
th
 of March 2013) 
4
  Bruce Byiers, Private Sector for development is the”new black”, European Centre for Development 
Policy Management- Talking Points, http://www.ecdpm-talkingpoints.org/private-sector-for-development-
is-the-new-black/ (accessed on the 11
th
 of March 2013) 
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industry, as a crucial sector for many African economies. Fashion industry (term is going to 
be used interchangeably with apparel industry in this thesis) provides employment for 
more than 60 million people, majority of which are women and un- or low-skilled 
workers.
5
 United States Department of Labour defines fashion industry as:  
”a global industry, where fashion designers, manufacturers, merchandisers, and retailers 
from all over the world collaborate to design, manufacture and sell clothing, shoes, and 
accessories. The industry is characterised by short production life cycles, erratic consumer 
demand, an abundance of product variety, and complex supply chains”.6 
Changing consumer behaviours in recent years, stemming from the growing concerns over 
ecological sustainability and ethics of production process, also when it comes to apparel, 
shifted the trends within the fashion industry in a more eco-friendly way. Growing ethical 
fashion movement, within which globally recognized corporations, such as H&M, GAP, 
American Apparel and Inditex, started to operate, creates new opportunities for macro-
enterprises from Africa. As they mainly function on a local level, employing workforce 
from local communities and using local products, in many ways they meet increasing 
demand for ethically produced apparel. Moreover, small enterprises functioning within the 
fashion scope, are a main sector of many African economies that provides development 
opportunities for women, leading to their empowerment and improvement of their general 
status. However, due to various structural economic and political factors, to name only a 
few- lack of proper regulations, lack of funding or lack of know-how- private fashion 
companies are unable to become incorporated into the global apparel supply chain and 
through that fail to generate growth and fight poverty. 
 
                                                 
5
  Cloe Mukai, Fashion: a catalyst for change, International Trade Forum Magazine 
http://www.intracen.org/Fashion-A-catalyst-for-change/ (accessed on the 11
th
 of March 2013) 
6
  United States Department of Labor, Bureau of Labor Statistics, Fashion. Spotlight on Statistics, (2012), 
http://www.bls.gov/spotlight/2012/fashion/ (accessed on the 11
th
 of March 2013) 
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2. PROBLEM FORMULATION 
Aid to private sector in countries of the global “South” is perceived to be the 
dominant approach to foreign assistance nowadays.
7
 As private sector is believed to be “the 
engine of growth”, supporting its development both on national and international level 
became a major point of many development aid programmes.  
Private sector in Africa provides 90% of employment
8
; within it, activities related 
to broadly understood fashion industry account for a large share (see chapter 3, section 3 
on the importance of textile and clothing industry in the least developed countries). Having 
a crucial position of fashion industry in many Africa‟s Sub-Saharan countries in mind, and 
taking into consideration a current shift in development aid discourse in a direction of 
supporting private sector, this thesis is going to seek a connection between both processes. 
It aims at answering a question whether foreign aid, channelled through private sector 
development programmes, has an impact on growth of fashion privately-owned companies 
in Sub-Saharan Africa, with a focus placed on Ghana. Assuming that the answer is yes, this 
thesis moves to exploring how private sector development aid programmes affect growth 
of micro and small clothing enterprises, and in which way they affect the overall 
development of local communities. 
 
3. THE PURPOSE 
The purpose of this study is to connect one of the most globalized industries in the 
world- the fashion industry- with international agenda of development aid and analyse how 
they are entangled on a local, in this case Ghanaian, level. This is being done within a 
broader framework of international development aid, as one of the crucial concepts of 
                                                 
7
 Peter Kragelund, The Embedded Receipient and the Disembedded Donor: Private-Sector Development Aid 
in Ghana (Forum for Development Studies, 31:2,2004 307-335), 307 
http://dx.doi.org/10.1080/08039410.2004.9666284 (accessed on the 11th of July 2013) 
8
 Marco Stampini et.al., How Large Is the Private Sector in Africa? Evidence from National Accounts and 
Labor Markets (IZA Discussion Paper No. 6267, 2011)2-3,  http://ftp.iza.org/dp6267.pdf (accessed on the 
24th of May 2013) 
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global studies, which looks at “globalization and development dynamics in the South (…) 
with the emphasis on the way they are mediated by local institutions and negotiated 
through local political processes”.9 As garment industry is constantly being demonized 
because of poor labor standards and low wages amongst other, it is hard to believe that it 
can play a role as an agent in development. However, as shifting development agenda more 
and more emphasizes involvement of private actors in foreign assistance, fashion industry 
in this respect could not have been omitted. Being one of the biggest industries in the 
world that significantly relies on the concept of outsourcing, with more and more of its 
production being shifted to the least developed countries, it needs to be scrutinized in light 
of its involvement in development processes. Global industry, its interplay with 
international concept of development aid, and finally their common impact on local 
communities in the African region need to be studied through interdisciplinary lenses, 
which are surely encompassed by the global studies approach. 
 
4. METHODOLOGY 
This thesis is based on qualitative research methods, as these are the most suitable and 
allow to effectively analyze complex processes such as aid to private sector within broader 
fashion industry. As Hinson states: “qualitative research typically seeks to provide insight 
and not measure. (…) This insight can be gained through a process consisting of analysis 
and meaningful integration of views (…)”.10 Incorporating qualitative methods in the 
analysis outlined in this thesis closely corresponds with its purpose- to get an insight and 
develop an understanding of private sector development in Ghana in the case of fashion 
                                                 
9
 Roskilde University, Roskilde University Global Studies Handbook 2012 (Roskilde University, 2012) 
https://intra.ruc.dk/en/departments/institut-for-samfund-og-globalisering-isg/study-handbook/ (accessed on 
the 11
th
 of July 2013) 
10
 Robert Hinson, The value chain and e-business in exporting: Case studies from Ghana‟s non traditional 
(NTE) sector (Telematics and Informatics, No. 27, 2010, 323- 340), 326 
http://www.sciencedirect.com/science/article/pii/S0736585309000422 (accessed on the 12th of July 2013) 
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micro-enterprises. 
Within qualitative research Tesch distinguishes various approaches.
11
 Among those, 
I found content analysis the most suitable one. As Kerlinger states: “content analysis is a 
method of studying and analyzing communication in systematic, objective, and 
quantitative manner for the purpose of measuring variables”.12 It allowed me to get through 
various readings on complex issues of development aid, private sector and micro-
enterprises within fashion industry with a critical mind-set. Readings analyzed ranged from 
academic journal articles, newspaper articles and various online sources, to academic 
books, published master and doctoral dissertations, and numerous reports produced by both 
public and non-governmental institutions. These, being the main sources of information 
within the global studies field, fall into the above mentioned definition of content analysis. 
Another approach that is being undertaken in this thesis is a case study one. It provided an 
opportunity to examine the workings of global phenomena of foreign aid to private sector 
in a local setting of Ghana, taking an example of the Ethical Fashion Initiative. Focusing 
on a specific programme allowed me to get an in-depth understanding on the interplay 
between international level, in which development aid is embedded, and the micro level of 
small fashion enterprises in Ghana. Due to financial and time constraints, I was not able to 
conduct field research in Ghana, therefore data collection for this field study was limited to 
the usage of primary and secondary sources related to the topic, which were available 
online. 
Document study approach is yet another one that constitutes a crucial part of this 
thesis‟s methodology. I analyzed various primary sources, such as Ghanaian government 
                                                 
11
 To get more information of Tesch‟s study on qualitative research and approaches to it see: Ian Dey, 
Qualitative Data Analysis: A User- Friendly Guide for Social Scientists (Routledge, London and New York, 
1993), 2 
12
 B Devi Prasad, Content Analysis: a method in Social Science Research, 
http://www.scribd.com/doc/96311146/AC-Content-Analysis-a-Method-of-Social-Science-Research (accessed 
on the 22nd of July 2013) 
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legislation related to private sector development or industry development. Moreover, I 
scrutinized multiple secondary sources, such as reports, assessments and evaluations 
produced by different international governmental and non-governmental bodies on the 
topic of aid to private sector, entrepreneurship in Sub-Saharan Africa, and fashion industry. 
This approach was applied due to high availability of crucial documents, both online and in 
the libraries of the University of Roskilde and the University of Leipzig. Furthermore, 
document analysis allowed me to present this thesis‟s argument from different perspectives 
and enrich the findings. 
 
4.1. DELIMITATIONS OF METHODOLOGICAL RESEARCH 
During my research, I encountered some substantial methodological obstacles that 
reflect on the findings of this thesis. First of all, inability to conduct field research strongly 
limited my choices of research methods. It is my belief that on-site observations, 
interviews and surveys could greatly enrich the analysis. Also, due to the location of the 
Ethical Fashion Initiative, applying other research methods, like above mentioned 
interviews and questionnaires, was constrained by poor internet access in communities 
involved. 
Another methodological delimitation relates to document and content analysis 
approach. The Ethical Fashion Initiative as a general programme was broadly evaluated, 
but because of the fact that the project in Ghana started only in 2012, assessment of its 
impact in the country is not yet fully available. Therefore, I had to rely on official findings 
from institutions involved, such as the International Trade Centre or the Government of 
Ghana, as well as newspaper articles produced while the Programme was still running. 
Thus, the data obtained is mostly of a subjective nature, and its critical analysis required 
me to rely on external findings related to the case study in a broad sense and to apply it to a 
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specific Ghanaian setting. 
 
5. APPLICATION OF A THEORY AND ITS JUSTIFICATION 
In order to understand in a holistic manner how aid to private fashion sector is 
entangled in a local Ghanaian setting, this thesis refers to the Post-Washington consensus 
theory of economic development. It is being applied to critically evaluate the Ethical 
Fashion Initiative as a programme that claims to be strongly market-based and relying 
primarily on market forces and interplay between oversees demand and Ghanaian supply. I 
believe that by theoretically setting the argument within the Post-Washington Consensus 
approach, the findings are going to be enriched and the evaluation of the Programmeis 
going to be more comprehensive, in terms of its impact and recommendations for the 
future. Bringing public institutions into the analysis and scrutinizing their involvement in 
development can substantially increase an understanding of how the process of economic 
growth unfolds. Their presence should not be omitted, because of the fact that, as Ahrens 
states: “the  process  of  development  is regarded  as  being  largely  shaped  by  the  
evolution  of  institutional  arrangements  which determine the terms of exchange between 
different agents.”13 Therefore, in order to fully understand development processes taking 
place within Ghanaian private fashion sector, both state and market forces will be 
analyzed. 
 
 
 
 
                                                 
13
 Joachim Ahrens, Toward a Post-Washington Consensus: The Importance of Governance Structures in Less 
Developed Countries and Economies in Transition, in: Niels Hermes and Wiemer Salverda (eds.),  State, 
society and development: lessons for Africa? (CDS Research Report, Groningen, 1999, 18- 64), 28 
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CHAPTER 1 
THE CONCEPT OF DEVELOPMENT AID AND ITS EVOLUTION 
 
In order to get a comprehensive insight into how foreign aid and private fashion 
sector are entangled in the Ghanaian setting, crucial research fields need to be analyzed. 
Therefore, this section will predominantly deal with the concept of foreign aid, how it has 
been shaped to become what it is nowadays, and what consequence this evolution has on 
various private sector development programmes, including the Ethical Fashion Initiative. 
Development aid, as a grand concept, can be analyzed from different perspectives. 
Also, there are numerous definitions of it, all of which entail, that it constitutes of various 
aspects. In the theoretical part of this thesis, the history of development aid goals and 
strategies will be presented, as they became the main focus of criticism within the aid 
community and on their ground development aid great debate has developed. 
Throughout the foreign aid‟s history, there have been numerous motives for both 
giving and receiving aid.
14
 They varied from humanitarian, moral and environmental to 
these of pure economic or security-related nature. Also, goals articulated by both sides that 
development aid was supposed to achieve, evolved over time, along with changing global 
political and economic landscape. Both motives and goals have been increasing in numbers 
and complexity over the last couple of decades.
15
 For that reason, what started as 
development aid projects, limited in time and space, evolved into multi-faced, vast 
programmes, resulting in numerous strategies applied by donors. 
The presentation of this chapter is organized as follows- firstly, the development aid 
is defined, highlighting the complexity and multiplicity of aspects it entails. Secondly, the 
history of development aid goals and strategies applied in order to achieve the former is 
                                                 
14  John Degnbol-Martinussen and Poul Endberg-Pedersen, Aid. Understanding International Development 
Cooperation (London, New York 2003), 7 
15  Ibid.  
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outlined, with the focus on changing circumstances on global political and economic scene. 
Then, this thesis turns towards presenting the great aid debate questioning previous aid 
objectives and policies 
 
1. DEVELOPMENT AID- DEFINITION 
As Tarp states: “Foreign aid takes many forms. The most important in terms of size and 
influence is official aid”.16 Official Development Assistance (ODA) is defined by OECD as 
financial flows, technical assistance and commodities that are 1) designed to promote 
economic development and welfare as their main objective and 2) are provided as either 
grants or subsidized loans.
17
 ODA however cannot be equalized with the whole 
development aid, as there is also foreign assistance provided by private sector, which 
includes NGOs, foundations, religious groups, charities and private companies. In addition 
to the multiplicity of actors, development aid is also characterized by various interests they 
want to pursue and goals they intend to achieve. These subsequently apply to both the 
donors and the recipients‟ side. How the goals developed and changed throughout the aid‟s 
history is going to be the focus of the following section. 
 
2. DEVELOPMENT AID- GOALS IN HISTORICAL PERSPECTIVE 
Since development aid appeared on the international agenda as one of the most 
important foreign policy instruments after the WWII, both official, public and private 
actors have changed their goals on numerous occasions. With the redefinition of goals the 
development strategies evolved, and from that reason this historical analysis is crucial. 
On the eve of the post WWII period, the main goal of aid donors was to provide capital 
                                                 
16
  Finn Tarp, Aid Effectiveness (UNU-WIDER‟s Note 2009), 
http://www.un.org/en/ecosoc/newfunct/pdf/aid_effectiveness-finn_tarp.pdf  (accessed on the 23.04.2013) 
17
  Steven Radelet, A Primer on Foreign Aid, Working Paper Number 92 (Centre for Global Development 
2006) http://www.cgdev.org/files/8846_file_WP92.pdf (accessed on the 23.04.2013) 
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injection for recipient countries and through that stimulate their economic growth, with the 
assumption that it would benefit all segments of the population, especially the poorest one. 
Targeting the poor during the period of late 1940s and 1950s was motivated by the fear of 
them falling for communist ideologies if otherwise.
18
 Economic growth remained the 
central theme in developmental discourse throughout the 1970s, although a shift occurred 
towards more equal redistribution of its fruits within poor societies, especially with the 
focus on women. The “meeting of basic needs” approach appeared on the agenda.19 1980s 
witnessed the major redefinition of development goals that followed the radical change on 
political scenes of major donors- the US, Great Britain and Federal Republic of Germany. 
With the neoliberal politicians in power, development agenda was heavily influenced by 
reliance on free market forces and limited state‟s involvement. Donors placed some 
conditionalities on aid, that mainly referred to drastic economic reforms in recipient 
countries in terms of cutting back the role of the state and reducing its role in 
development.
20
 
The end of Cold War marked another shift in which goals donors set for development 
aid. In the 1990s development as an aim was replaced by sustainable development, which 
was defined in the Brundthland Report from 1987 as: “Sustainable development is 
development that meets the needs of the present without compromising the ability of future 
generations to meet their own needs”21 and referred mainly to environmental aspects. 
Others goals appeared on the development aid agenda at that time, ranging from gender 
quality to good governance and democracy.
22
 Donors, both public and private, kept adding 
more and more aims that not only rose in numbers, but also, and most importantly, in 
                                                 
18
  John Degnbol-Martinussen and Poul Endberg-Pedersen, Aid. Understanding International Development 
Cooperation (London, New York 2003), 26 
19
  Ibid. 
20
  Ibid. 
21
   World Commission on Environment and Development (WCED). Our common future. (Oxford: Oxford 
University Press, 1987), 43 
22
  John Degnbol-Martinussen and Poul Endberg-Pedersen, Aid. Understanding International Development 
Cooperation (London, New York 2003), 29-32 
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complexity. What was a common ground for all of them, was how development they were 
supposed to achieve was viewed by donors- as Hjertholm and White state: “they (donors) 
tend to believe there is a single model of development based on a particular conception of 
Western liberal democracy”.23 The Western-centric approach to development goals 
subsequently was transferred to strategies that were supposed to achieve them, becoming 
the main source of criticism within the development community. This will be the focus of 
the following section. 
 
3. DEVELOPMENT AID- STRATEGIES AND THEIR EVOLUTION 
What has been a constant characteristic of aid strategies since its onset is the belief that 
there is a need for an outside form of intervention into recipient countries in order to 
achieve economic growth and development. On that ground it was primarily donors who 
set development goals and necessary strategies needed to achieve them and they made sure 
that appropriate policies were adopted.
24
 This interventionist approach meant that up to at 
least the beginning of 1990s and in many cases even today, targeted countries, and their 
governments, have rarely had any significant influence on development aid strategies, their 
components and the way in which they were implemented. 
It is important to distinguish between different types of aid, that is, financial aid in 
forms of credits and loans, commodity aid such as food and capital and technical aid that 
consisted of transferring expertise of experts and specialized personnel. At the initial stage 
of foreign aid‟s development, these different types of assistance were introduced in 
recipient countries in forms of projects, with limitations in time and space. However, with 
an increasing numbers of goals and their complexity, and widening scope of aid targets, 
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what started as simple projects, grew into broad programmes, encompassing variety of 
objectives, tools and including all segments of targeted society.
25
 
With the original goal of initiating the economic growth and through that boosting 
development, in the 1950s and 1960s donors focused of transferring large sums of financial 
resources and technical capital to recipient countries. Aid agenda at that time was primarily 
state- led, cash and capital flows took place on a governmental level, with state boards 
mainly in charge of aid management. These boards were to a great extent filled with 
foreign nationals, coming from previous colonial powers. With little knowledge of local 
condition, indigenous habits and customs, as well as needs of targeted societies, the trickle- 
down strategy of that time was doomed to fail. It acquired massive criticism, both on 
recipient‟s and donor‟s side, for not reaching the poor it was actually designed to reach. 
Enormous financial and technological transfers that went into big infrastructure 
developments and introduction of modern (in Western view) technologies were in most 
cases not properly received by local population and thus they did not succeed.
26
 
The failure to reach the poor was the main reason for donors to rethink their aid 
strategies. As fulfilling the basic needs of those most impoverished became the main goal 
of development in 1970s, donors had to create strategies that will achieve these objectives. 
The focus then shifted towards improving the well-being of broad segment of rural 
population, with the ascendency of the integrated rural development approach.
27
 Its main 
aim was to bring economic growth and subsequent development to these in need, living in 
rural areas and supporting their livelihoods through agriculture. As International Fund for 
Agricultural Development estimates
28, more than 55% of world‟s population belongs to the 
group, therefore it is of great importance to target them with development aid strategies. 
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Although the original construct of the strategy was noble and had grass-root poverty 
eradication as an aim, it ran into many structural problems and acquire much criticism.
29
 
Firstly, it failed to avoid the top-down approach in the implementation process. The central 
planning via state institutions was adopted, that again did not succeed in reaching down the 
bottom segments of the populations. Moreover, the original goals got lost in their 
increasing complexity that the integrated rural development entailed. In order to manage 
complex integrated rural development programmes, recipient countries were burdened with 
vast institutional and administrational reforms, for which they simply did not possess 
sufficient resources. Integrated rural development approach was not considered a total 
failure; it did succeed as a strategy to eradicate poverty in many cases. However, its 
designers critically evaluated it and agreed that focus on smaller and simpler projects was 
needed. 
The 1980s brought drastic changes in economic policies of many nations of the Global 
North. Political scenes of major donor countries were overtaken by leaders pursuing 
liberalization and the “rolling back the state” approach. These changes to a significant 
extent influenced development aid strategies, resulting in what became known as the first 
generation of conditionalities in foreign assistance- structural adjustments programmes.
30
 
Their basic feature was the promise of different types of aid in exchange for economic 
liberalization in the recipient countries. Throughout the 1980s conditions that donors 
imposed on recipients kept growing in numbers and complexity. They mainly touched on 
microeconomic issues, privatization and trade-related reforms.
31
 As structural adjustment 
programmes as an aid strategy is not the focus of this thesis, it cannot be analyzed in 
greater detail. However, it is crucial to mention that conditionalities imposed by donors 
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within these approach acquired heavy criticism on the grounds that aid did not go to those 
poor in need, but to those whose governments agreed to conduct economic and political 
reforms along the liberal, Western-centered lines. The next decade, the 1990s, with the end 
of Cold War and a consequent change on a global political landscape, brought about 
another set of conditionalities, this time referring to good-governance and democracy. Aid 
strategies of the major donors were characterized by strong selectivity in terms of countries 
which aid should be given to. As at that time development goals were in such a great 
number and covered basically whole structure of recipient country‟s society, donors also 
tried to apply a strategy of capacity-building development, so that the targeted countries 
could independently manage aid.
32
 
Both aid goals and strategies designed to achieve them have been undergoing 
significant changes and adjustments since the beginning of development aid. New 
approaches are required, especially because so far foreign assistance acquired so much 
criticism and was claimed by numerous academics, aid practitioners and development 
professionals to be nothing but ineffective, actually doing more harm than good. One 
argument that serves as a basis for an anti-aid position is its ineffectiveness. The other one 
stems from the fact, that development aid strategies and their implementation were so 
heavily dominated by the Western, donor- driven approach, that there have been no space 
for any other, recipient countries‟ originated, alternatives.33 Mainly along those two lines 
(but not only) the great aid debate among scholars is taking place. Its main actors, 
arguments and characteristics will be the focus of the next section of this thesis. 
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4. THE GREAT AID DEBATE 
The great aid debate centers around issues such aid effectiveness and the functioning of 
the broadly understand aid system. Following the line of thought of Nilima Gulrajani, the 
PhD from the London School of Economics and Political Sciences, this section‟s argument 
is based on the distinction between aid radicals, opposing the whole idea of foreign 
development assistance, and aid reformers, still believing in the whole concept and 
advocating towards its maintenance.
34
 
Within aid radicals, Gulrajani distinguishes between those on the right and those on 
the left. To the former belong renowned economists, who drive the public debate on aid 
effectiveness- William Easterly and Dambisa Moyo. The common ground of their 
argument is that development aid has not only greatly failed to achieve its primary goals, 
but more importantly has worsen the situation in recipient countries by fuelling bad 
governance, corrupted administration and creating over-dependency on aid flows, leading 
in consequence to failing economic growth indicators and increasing levels of poverty. 
While Easterly recognizes the deficiencies of the current aid structure but still sees a sense 
in development assistance on the condition that it undertakes a more business-like 
approach, Moyo simply calls for “death of aid” and replacing it with market-oriented 
policies.
35
 
Radicals on the left perceive the failure of aid system from the neo-Marxist 
perspective. Aid machinery is perceived as a neo-colonial tool of Western domination over 
underdeveloped nations. The notion of underdevelopment itself is the creation of Western, 
“modern” way of viewing the Global South, which implies that the poor populations are 
not able to independently pull themselves out of poverty, they need outside assistance in 
order to do so. Left-wing aid opponents call for indigenous movements and grass-root 
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organization to take over the fight for an economic growth. 
Although left-and right-wing oriented radicals diverge on various detailed issues of 
aid effectiveness, they share a common ground in theirs criticisms- political, administrative 
and institutional structure of development aid embedded in the centralized, Western-
oriented way of thinking and a subsequent strategic planning have failed and need serious 
redefinition or should be abandoned completely. As Gulrajani summarizes: “(…) their 
ultimate conclusion concerning the value of foreign aid is identical, namely that it is an 
ineffectual vehicle for generating development that is not only harmful but also 
expandable”.36 
Aid reformers, although they acknowledge that development assistance has indeed 
in many instances been a failure, still believe that the concept can be the key to enhancing 
economic growth in the Global South and eradicating poverty, it just needs a serious set of 
reforms to make it more effective. The drastic redefinition should take shape of 
managerialism, which in Gulrajani‟s article is defined as: “set of beliefs and practices, at 
the core of which burns the seldom-tested assumption that better management will prove 
an effective solvent for a wide range of economic and social ills”.37 What it basically 
entails is the application of business logic to development aid. As the main problem with 
aid effectiveness is the weak and poorly organized aid‟s administration, reformers call for 
using the best practices and know-how common in the corporate world and transferring it 
to the development assistance field. The primary goal for aid reformers is improving aid 
effectiveness through increasing efficiency of its management.
38
 
The brief history of the evolution of aid goals, strategies and debates outlined in 
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this chapter showed how the broad concept of aid is embedded in global political economy 
and theories that govern it. Current foreign assistance discourse has a strong background in 
evolving perspectives on economic development. Therefore, in order to understand how 
development and its concept has been shaped to become what it is today, theoretical 
debates within the global political economy field are going to be presented in the following 
chapter. 
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CHAPTER 2 
BEYOND NEO-LIBERALISM- POST-WASHINGTON CONSENSUS AND 
REVISIONIST’S APPROACH TOWARDS STATE’S INVOLVEMENT IN 
ECONOMIC DEVELOPMENT 
 
This thesis is going to be based within a broader theoretical field of state‟s role in 
economic development. As one of the most debated topics in international development 
studies, government‟s involvement in economic growth attracted significant attention in 
the academic world. In this chapter, first the general debate on the topic will be introduced, 
followed by the analysis of the specific theoretical approach of Post- Washington 
Consensus School and the explanation, why this perspective allows looking at a currently 
dominant aid to private sector approach in a holistic way. 
 
1. THE ROLE OF A GOVERNMENT IN ECONOMIC DEVELOPMENT 
The debate over state‟s involvement in economic development in the period after the 
WWII can be seen as a constant clashing of two major approaches-  the (neo-)classical one, 
advocating for supremacy of market forces and limited involvement of state‟s apparatus, 
and the interventionist one, highlighting the importance of government‟s interventions in 
economic processes.
39
 These two approaches were based on works of renowned 
economists, who developed their ideas at the time of the Industrial Revolution. Drawing 
from Adam Smith and his concept of “invisible hand” of market, group of radical British 
liberals at the end of 18
th
 century laid foundations for the laissez-faire approach, proposing 
almost complete removal of state‟s regulations and reliance on a market, functioning under 
no constraints.
40
 The liberal orthodoxy dominated throughout the 19
th
 century till it was 
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diminished by the Keynesian economics, bringing the state as a prime force in economic 
growth. Simply put, Keynes saw government playing a much larger role in creating a 
perfect equilibrium between supply and demand, and in consequence achieving full 
employment. In his view, state was not only responsible, but more importantly able to 
manage capitalism in a way, that it would contribute to increasing economic growth. 
Highly influenced by the Keynesizm, economic development thinking from the 1940s 
on had been dominated by the approach advocating for a prime role of a state in the 
process. Government was seen as an actor able to repair what came to be known as market 
failures. The concept refers to a situation when market fails to efficiently allocate resources 
and services, which can primarily be caused by four groups of factors: public goods, 
externalities, lack of property rights, and asymmetric information.
41
 Given a very real 
possibility of market imperfections to occur, state was given a great power to fix and 
regulate markets, with the prime aim of increasing social welfare. The approach prevailed 
up to late 1970s and was applied for instance in the United States and Great Britain. Also 
newly independent nations across the world followed in adopting pro-interventionist‟s 
economics. Taking into account their specific economic circumstances- low private 
savings, dependence on export of natural resources, small internal markets, little 
entrepreneurship, low-skilled labor, and severe unemployment- state‟s influence seemed 
even stronger.
42
 Trying to cut ties with colonial powers, former colonies embarked on the 
state-led industrialization, with the purpose of achieving not only political, but also 
economic independence.
43
 
As the 1970s witnessed complications in global economy, that Keynesian theory did 
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not foreseen and therefore was not prepared to cope with, the state- interventionist 
approach began to lose its importance. Faced with oil-shocks of 1973 and subsequent 
economic downturn, as well as a newly emerged phenomena of “stagflation”, both Western 
states, and less developed countries needed to look for a new way to govern their 
economies. The tradition of Friedrich A. Hayek, and an Austrian school of economics 
(advanced and developed by the Chicago school of so called monetarists) strongly 
neglected in the post-WWII period, gained political importance and eventually became 
dominant, advocating for free market forces, removal of state from managing economic 
activities (deregulation), cutting of taxes, and unleashing of trade flows.
44
 In terms of 
political power, the neoliberal economic thinking was reflected by the rise of Margaret 
Thatcher in Great Britain in 1979 and Ronald Reagan in the USA in 1981. 
Especially previous colonies were hit by what became to be described as the 
counterpart of the market failure- the government failure, which in the case of global 
“South” manifested itself in rent seeking behavior and creation of industries requiring 
constant subsidizing.
45
 Keynesian- based economic thinking was replaced by neoclassical 
concepts pointing towards efficient allocation of resources, that given the right institutional 
structure already in place, would in the free market environment work towards creating a 
social equilibrium and full employment. Emphasis was placed on competitive domestic 
markets, strongly integrated into global economy.
46
 New economic thinking reduced the 
role of governments to providing certain public goods and working towards an 
improvement of the functioning of markets, so that the private sector could flourish. 
Although the less- developed countries tried to confront rising economic system by 
advocating a concept of a New International Economic Order on an international level, 
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they failed, and soon became overwhelmed by neoliberal ideology. At the time, 
development economics got caught in an impasse, as those advocating for modernization 
and dependency theories, which, simply put, blamed the advanced countries for 
underdeveloping the global “South” by exploiting and weakening their societies, failed in 
bringing their concepts to a wider fora, faced with omnipresent laissez-faire thinking.
47
 In 
neoliberal view, free markets were both the aim and the way to achieve it, seeing 
globalization as a force that would make less- developed countries fit into global economy. 
In order for that to happen, certain set of policies needed to be applied in a specific manner. 
These included diminishing a role of an “easily corrupted state”, removing trade barriers, 
restructuring a labor market, and privatizing national industries.
48
 
Although the neoliberal approach still prevails in global economic thinking, less- 
developed nations learnt the hard way that universally applied concepts do not necessarily 
work well under specific circumstances of previously colonized regions. Structural 
Adjustments Programmes imposed by IMF in the late 1980s on many countries of a global 
“South” became in an academic debate a synonym of a free market approach‟ failure. Yet 
another search for suitable approach towards the interplay between markets and 
government began.  
 
2. POST- WASHINGTON CONSENSUS AND ITS IMPLICATIONS ON THE 
ROLE OF THE STATE IN ECONOMIC GROWTH OF “THE GLOBAL 
SOUTH” 
Post-Washington Consensus is the outcome of two simultaneously occurring events: on 
one hand, disappointments associated with the workings of the Washington Consensus 
based on a free market approach to economic growth in many less-developed countries 
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(reflected in widespread failures of SAPs), and on the other hand, substantial growth in 
both economic and social terms of the Newly Industrialized Countries (NICs) in East Asia. 
It took a stance on a global development economics agenda as an emerging third wave of 
theorizing economic development under Joseph Stiglitz‟s leadership at the World Bank as 
vice-president and chief economist (1997-2000). In Stiglitz‟s own words, the main aim of 
introducing a new approach to development thinking was: “to begin providing the 
foundations of an alternative paradigm, especially one relevant to the least developed 
countries, (…) based on a broad conception of development, with a concomitantly broader 
vision of development strategies and a quite different perspective on the role of 
international assistance and the ways in which it should be delivered”.49 The new paradigm 
was supposed to provide an answer to the crisis of legitimacy of its predecessor, which in 
case of less-developed nations did not succeed in bringing positive economic changes. 
Taking a broadly understood concept of development, it brought back governments as 
important agents of growth, recognizing their roles in generating prosperity and wealth, 
without diminishing the importance of markets.
50
 Previous approaches to economic 
development that have been dominating the debate after the WWII placed emphasis on the 
dichotomy between states and markets, interchangeably leaning towards direction of one of 
another. The new perspective set on overcoming this divergence and merging both actors in 
a quest for development. State and institutions functioning within it were viewed as 
complementary to an efficient implementation of pro-market reforms. Hence, Post- 
Washington Consensus did not disregard neoliberalism for its basic assumptions, but 
revised it theoretical backbone by adding government as a vital nexus of economic 
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change.
51
 By using state intervention to fix market failure, the new paradigm stressed the 
need to apply market-derived mechanisms to deal with government failures. In this sense, 
state and market symmetry constitutes a unique virtue of the Post- Washington 
Consensus.
52
 Both state and market forces are believed to work towards economic growth, 
by commonly getting involved in development understood in holistic terms, encompassing 
various areas such as finances, institutions, infrastructure, new technologies, private sector 
and human capital.
53
 
 
3. DEVELOPMENT AID IN THE POST- WASHINGTON CONSENSUS ERA 
The shift from neoliberal economic policies to more state- centered approaches 
influenced also the way in which development industry functioned. Structural adjustment 
lending, previously targeting countries willing to undergo strict market-oriented reforms, 
was replaced by so called poverty reduction lending to states exercising good governance 
and having stable institutional setting.
54
 Institutions in recipient countries were given 
substantially significant status in development strategies, with importance also placed on 
country-specific social and cultural norms. Moreover, as in Post-Washington Consensus 
economic thinking development was perceived in a multifaceted manner, not only in terms 
of economic growth and modernization, poverty reduction reemerged as a major objective 
of development assistance. It was assumed that neoliberal kind of market economy can 
indeed generate growth, but its fruits will not necessarily be equally distributed among a 
given population by freely functioning market forces. Therefore, in this new perception of 
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development aid, its design and implementation, government was seen as an important 
component of first, provision of crucial basic social services like health care or education; 
and second, equal redistribution of market-generated revenues.
55
 To avoid possibilities of 
corruption or rent-seeking, which were heavily criticized as being an integral part of 
previous state-interventionists approaches, Post-Washington Consensus School introduced 
concepts of community empowerment (in the sense of strengthening the voice of those 
poorest targeted by development policies) and ownership (with regard to giving initiative 
to recipients of aid in a policy design process)
56
, with the primary aim of increasing 
accountability of development assistance‟s institutions, including governments. Hence, 
state was reinvented as a vital actor in economic growth and complimentary development 
aid activities. 
 
4. POST- WASHINGTON CONSENSUS- CRITICAL REVISION 
Post-Washington Consensus cannot certainly be treated as an ultimate theory of 
economic development, as it has its drawbacks and is far from perfect. Consolidation of 
balanced state and market forces does not entirely remove possibilities of market and 
government failures to occur. Especially the latter strongly prevails in weak African states, 
and can be even more damaging to poor than the former. Furthermore, the emphasis of 
state intervention should not only be placed on socially oriented resource allocation, but 
more importantly on areas of economic activities on which poor people base their 
livelihoods. Support for crucial industries and, as analyzed in the following chapter of this 
thesis, private sector development, may not be overlooked. As stated by Schultz: “broad-
based growth of low-income economies is possible only when public programs supply 
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profitable production opportunities for poor people”.57 In this sense, private sector comes 
into play, and in the light of Post-Washington Consensus School of economic thought, the 
public- private interplay for private sector development gains a new meaning. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                 
57
 Theodore W. Schultz, Transforming Traditional Agriculture (Yale University Press, New Haven, 1964) in: 
Yujiro Hayami, From the Washington Consensus  to the Post-Washington Consensus: Retrospect and 
Prospect (Asian Development Review, Vo. 20, No. 2, 
2003),63 http://relooney.fatcow.com/0_NS4053_170.pdf (accessed on the 23
rd
 of July 2013) 
  
Page 32 
 
  
CHAPTER 3 
PRIVATE SECTOR DEVELOPMENT AS ONE OF DOMINANTS APPROACHES 
TO FOREIGN AID 
 
Numerous actors in development aid have been advocating for the Private Sector 
Development (PSD) approach as one that can successfully contribute to achieving the 
primary goal of aid- eradicating poverty. Following the global shift in development 
thinking at the end of 1980s, that emphasized moving away from the central role of the 
state and focusing more on the basic market instruments and processes, PSD paradigm 
gained in importance and started to be perceived as more effective, more efficient and 
more “pro-poor”.58 These assumptions stem from the widely shared belief that private 
sector is “the engine of growth” and plays a major role in creating employment 
opportunities, enhancing innovation and bringing in new technologies and know-how. 
Although it certainly cannot be considered as a panacea for all problems that have persisted 
in development aid for a long time, it has its drawbacks and needs constant evaluation and 
redefinition, much hope is reposed in PSD, and therefore it will be analyzed in this part of 
the thesis in detail from a theoretical perspective. 
 
1. PRIVATE SECTOR DEVELOPMENT- THE CONCEPT 
Private Sector Development can be defined as a set of strategies aiming at creating 
opportunities for privately-owned companies to emerge and prosper in the entrepreneur-
friendly environment.  This general definition however does not reflect the whole 
complexity, which the PSD paradigm entails. Firstly, the “private sector” component needs 
to be explained. It refers to: “a basic organizing principle for economic activity in a 
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market-based economy where: 1) physical and financial capital is generally privately 
owned, 2) markets, competition, and profit drive allocation and production, and 3) 
decisions  are made and risks are taken as a result of private initiative”. 59 It cannot be 
narrowed to one sector in the economy, but encompasses variety of enterprises in segments 
ranging from agriculture and manufacturing to services and infrastructure. Actors grouped 
under the umbrella of private sector include all types of companies- starting with 
freelancers in the informal sector, small and medium enterprises (SMEs), large firms and 
transnational corporations. 
Second aspect to consider while analyzing PSD is the variety of actors involved. PSD 
does not simply refer only to targeted enterprises in the underdeveloped world, but also 
includes private companies from “the global North”, which support development process 
on a private level. Therefore, one has to keep in mind, that there is an intense and complex 
interplay between private actors in both donor and recipients countries taking place. 
Moreover, PSD approach, contrary to what the name suggests, also involves public sector, 
as the one that creates political, economic and legal background for private enterprises, and 
civil society acting as a connection facilitator between different parties.  
According to OECD, PSD involves numerous actions that aim at various aspects of the 
functioning of a private sector.
60
 These range from supporting micro enterprises to fueling 
privatization efforts. Thus, PSD is a multifaceted, multidimensional process that takes 
place at many different economic levels. The system approach to PSD will be introduced in 
section 5 of this chapter. 
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2. PSD AND ITS RELATION TO DEVELOPMENT GOALS 
As pointed out before, throughout the history of development aid there have been many 
goals to be achieved articulated both by donors and recipients. However, the primary aim 
of development assistance has always been poverty eradication. In this regard, PSD is 
regarded by many as an approach that can play a crucial role. Taking three basic 
assumptions- 1) poverty is a multidimensional, complex concept, encompassing variety of 
aspects, 2) poverty reduction is a main goal of development and 3) economic growth is a 
mean to achieve it- as a given, there are several ways in which PSD relates to eradicating 
poverty: 
 It contributes to enhanced economic growth, by creating employment, labor 
productivity, investments and incomes, 
 High levels of risk involved in private entrepreneurship and subsequently high 
stakes of maximizing profit make it a strong innovation-driven, technology-
oriented sector, 
 Especially on a micro level, it directly affects the marginalized groups, like women, 
and integrates them into the labor market, 
 It promotes bottom-up political engagement, contributing to establishing 
participatory democracy and good governance, as people have strong incentives to 
take part in political process of creating rules and regulations directly impacting 
their source of income, 
 It contributes to a greater variety of services provided, that increases their quality 
and consequently rises a standard of living of a given community 
 By being a major source of tax revenues, private enterprises provide financial 
resources that can be further redistributed by a government for social services like 
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health services, education, and infrastructure.
61
 
 
3. PRIVATE SECTOR IN AFRICA 
Throughout the post-colonial history, the role of private sector in Africa has been 
evolving, from very insignificant in the immediate post-independence period, when many 
states pursued socialist approach towards economic development and public sector played 
a major role, to becoming “the engine of growth” in a fight for Africa‟s development. The 
data retrieved from official statistics with focus on Africa shows that: “private sector 
accounts for about 2/3 of total investments and 4/5 of total consumption and (…) for 3/4 of 
total credit”.62 However, even though private sector provides 90% of employment, only 
10% are the permanent wage jobs, most of the labor is informal and characterized by low 
productivity.
63
 This shows that private sector in Africa has a distinctive dual structure- on 
one hand, there is a formal private sector, with few large companies, which are very often 
foreign-owned. On the other, there exists vast informal private sector, with numerous 
micro, small and medium enterprises, which ownership lies primarily in hands of locals. 
Below, characteristics of both informal and formal sector in the African setting are 
presented, followed by an introduction of main deficiencies which are specific to Africa 
and distinguish its private sector from other in different developing regions. 
3.1. THE INFORMAL SECTOR 
As a majority of activities in the private sector in Africa takes place within the informal 
economy, it is crucial to understand the concept. As Banik states: “(…)the term „informal 
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sector‟ helped identify and highlight various activities of the poor in developing countries 
that did not fall within the official categories of employment”.64 It is a highly complex and 
heterogeneous phenomena that includes economic activities such as home-based work, 
seasonal or temporary work, street vendors, self- employment and family employment. 
Especially relevant for the purpose of this thesis is the home-based workers‟ segment, 
which first, engages the large number of women, and thus contributes to their 
empowerment, and second, provides an increasing work-force for the textile and garment 
industry.
65
 The informal sector has been a constant target of actors in the development aid, 
with the main purpose to enhance its growth and ipso facto transfer informal economic 
activities into the formal zone. 
 
3.2. THE FORMAL SECTOR 
Within the formal sector, the dual structure also exists. Large, mostly foreign- owned 
companies are strongly embedded in the legal framework and follow the official state‟s 
regulations, are subjects to taxation and audit. To the contrary, MSMEs either find it 
difficult to exist in a formal economy from various reasons discussed in this thesis in the 
following chapters, or, as newly formalized, have troubles adapting to official rules of the 
market. 
Legalizing informal economic activities has been a permanent task on donor‟s agenda. 
It has been done by providing a formal space, such as market or industrial settings, and by 
enabling an access to services like micro financing or skills development and professional 
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and general training.
66
 Formalization of entrepreneurial activities has an important impact 
on state‟s fiscal condition, as it provides an influx of tax revenues. However, formerly 
informal enterprises find it increasingly challenging to function within the legal 
framework- they face obstacles such as lack of capital, limited access to markets, severe 
competition, low skills of both management and employees, and lack of proper business 
network.
67
 
 
3.3. MAIN DEFICIENCIES OF AFRICAN PRIVATE SECTOR 
In order to fully understand PSD approach, it needs to be explained, which areas of 
private sector are being targeted by development aid actors. Therefore, the specific 
constrains of Africa‟s private sector are outlined below, following the logic of 
argumentation presented in the Technical Paper produced by the UNIDO and GTZ.
68
 
 
3.3.1. INCREASING INFORMALITY 
As many studies show (World Bank, IMF, OECD), the majority of new jobs created in 
Africa is in the informal economy. Consequently, informal private sector is constantly 
expanding and overshadows formal zone when it comes to employability and income 
generation. The main reason for a thriving informal sector is believed to be the lack of 
employment possibilities within the formal framework. Moreover, the entry into the formal 
private sector is often impossible due to the lack of skills, training, education, financial and 
human capital, low competitiveness, among others. This in turn is perceived as a major 
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constraint for economic growth and development. The size and scope of the informal 
economy in Africa is incomparable to other world‟s regions and constitutes its distinctive 
feature. 
 
3.3.2. LACK OF MEDIUM- SIZE ENTERPRISES AND LOW TRANSITION 
POSSIBILITIES 
The private sector landscape in Africa is generally characterized by huge amounts of 
micro and small enterprises, rather moderate number of large companies and a very small 
volume of medium-size firms. It is viewed as a major disadvantage of African private 
sector, as medium- size enterprises function as a bridge between two other types and can 
combine positive features of both. The fact, that the amount of medium-size enterprises is 
so insignificant, means that not many micro and small firms actually transform and 
graduate to the next level, which can be explained by their not sufficient enough levels of 
growth and lack of necessary income, revenues or investments, as well as poor market- 
analyzing skills and little knowledge of bookkeeping. 
 
3.3.3. WEAK NETWORK WITHIN A PRIVATE SECTOR 
Enterprises in Africa are seldom linked to each other in some form of a network, cluster 
or business partnership. The existing ones are strongly exclusive and the entry possibilities 
are rare. Formal and informal sectors are not connected in a value chain, which is 
especially disadvantageous for micro and small companies, with limited access to markets 
and little financial and technological capital. Entrepreneurial linkages are without doubt 
beneficial to a whole economic sector, by creating a platform to share ideas, know-how, 
innovations, but also by fostering competitiveness and positive rivalry.  
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3.3.4. LACK OR LOW LEVELS OF EXPORT COMPETITIVENESS 
African-produced goods rarely leave the continent, which stems from the fact that 
indigenous businesses are weakly incorporated into a global value chain. It is a case 
especially of micro and small enterprises that constitute the biggest share of private sector. 
Their owners usually lack managerial and technological skills to elevate their businesses to 
a higher, export-oriented level. 
 
3.3.5. POORLY DEVELOPED INNOVATION CAPABILITIES 
Enterprises in Africa, especially the micro, small and medium ones, which lay in hands 
of the locals, tend to use foreign technologies and innovations. Very rarely inventions come 
from this source, especially on the MSMEs level. These businesses focus mainly on minor 
improvements in the productions processes and product development. African innovation 
landscape lacks R&D cooperation between industries, universities and research centers that 
could in turn benefit private sector on a large scale. 
 
4. MICRO, SMALL AND MEDIUM ENTERPRISES- THE FOCAL POINT 
This thesis is going to focus on Micro, Small and Medium Enterprises (MSMEs) and is 
going to place them at the center of private sector analysis. Primary reason for this is the 
assumption that business activities on the bottom level in the most direct, the simplest and 
the fastest way benefit the poor and can contribute to breaking the cycle of poverty in a 
relatively short period of time. 
There is no single definition of MSMEs that all parties would agree on. The reason for 
that is mainly the fact, that indicators according to which MSMEs can be measured vary 
from country to country. However, commonly it is agreed that the standard criteria are 
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number of employees, total net assets, sales and investments level.
69
 For the purpose of this 
thesis, staff headcount is taken as a basic criterion for MSMEs‟ categorization. Following a 
definition used by the European Union: 
 Medium enterprise employs fewer than 250 people 
 Small enterprise employs fewer than 50 people 
 Micro enterprise employs fewer than 10 people 70 
MSMEs in Africa have their own distinctive features. First of all, it is relatively hard to 
estimate their exact number- some authors claim that the data derived from official 
statistics significantly lowers their real amount.
71
  Moreover, most enterprises that fall into 
the category comprise of only one employee- self-employment thus is widespread and very 
common in Africa.
72
 Most of these businesses are located in the rural areas, however the 
area of specialization plays a role here- street vendors and small traders involved in 
broadly understood commerce activities operate in urban settings; one the other hand, 
enterprises active in light manufacture, within which textiles and apparel is the segment 
crucial for this thesis, tend to be concentrated more outside the cities. Also, an important 
feature of MSMEs in Africa is the fact, that they are primarily operated by women.
73
 
 
5. SYSTEM APPROACH TO PRIVATE SECTOR DEVELOPMENT 
As discussed in the previous chapter, private sector development in the African setting 
is a highly complex and multi-dimensional concept. It has already been outlined that 
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private sector encompasses different levels of economic activities and its development 
involves various actors, both from recipient‟s and donor‟s side. In order to analyze how 
development assistance can contribute to boosting private sector‟s growth and through that 
reduce poverty levels, the system approach will be introduced. Based on the assumption 
that private sector development occurs at different levels of economic structure, aid‟s 
efforts can consequently center on these various segments. The system approach introduces 
the distinction between meta-, macro-, meso-, and micro-levels on which private sector 
activities take place and which influence the implementation of PSD policies and their 
functioning. 
In this thesis, four levels, on which private sector development is taking place, are 
introduced. These levels provide not only the platform for private sector activities, but also 
mark the spheres, in which aid policies come into play and influence development 
outcomes. 
 
5.1. THE META SYSTEM 
The meta system refers to the international environment, in which both recipients and 
donors, in terms of commerce and trade, operate.
74
 The main components of this level are 
global financial markets, trade agreements and international technology. They strongly 
influence the way in which private sector develops in “the global South” and how donors 
approach the problem. Due to the forces of globalization, international environment has a 
more or less direct impact on the development of any single enterprise on a micro level. 
With regard to modern technologies and innovations, ranging from the widespread use of 
Internet and mobile phones, to rising popularity and availability of microfinance 
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mechanisms, businesses in less developed regions are able to emerge and grow in a 
sustainable way. In this regard, development aid mechanisms contribute to the introduction 
of pro-poor, suitable technologies in the setting in which private sector in less developed 
countries exists and catalyze the process of technology‟s appropriation. 
International trade regulations provide yet another example of how extensively private 
sector development is embedded in the international structure. Private sector can both lose 
and benefit from it depending on different tariffs, import/export quotas, subsidies, and their 
removal and implementation of free trade agreements. Introduction of open-market 
regulations on the international level and promotion of free-trade agreements lays in this 
regard at the center of development aid policies. 
Foreign Direct Investments (FDIs) are one more component of the meta level which 
plays a vital role in private sector development and attracts donor‟s attention. Beside an 
obvious influx of financial capital, foreign investments also provide inflows of know-how, 
management skills, and modern technologies and enable access to overseas markets. The 
biggest obstacle for private sector to benefit from FDIs is the unfavorable investment 
climate, which comprises of majority of factors such as poor governance, bad 
infrastructure and low-skilled labor force. Donors‟ role in this respect focuses on using 
various mechanisms and ways to overcome these obstacles and help establish a business- 
friendly environment in less developed countries. 
5.2. THE MACRO SYSTEM 
Macro level refers to the institutional setting in any given country, within which private 
sector functions. The existence of a private sector is being regulated by certain “rules of the 
game”, that affect its development and overlook its evolution.75 These include broadly 
understood local political and economic system, economic policies set in place and specific 
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national regulations concerning directly private sector activities.
76
 Good governance and 
institutions, which emerge out of politically stable and peaceful political system, are 
preconditions for economic prosperity. In this regard, donors play a vital role by 
influencing conflict resolution, advocating for stable government and supporting legal 
businesses in the conflict-prone regions. 
Furthermore, enabling environment for entrepreneurial activities in strictly economic 
sense falls into macro system category. It means primarily that sound macro policies, such 
as low levels of inflation, deregulation, stable fiscal and monetary policies and decreased 
budget deficit, are set in place.
77
 Creating a business- friendly environment in any given 
country also includes building an entrepreneurial regulatory framework, which is based on 
clear, lawful rules and is compatible with international standards. Subsequently, these 
regulations need to be implemented by a government in a developmental manner, meaning 
its focus on the enterprises most in need and crucial from a poor point of view. This is 
when public-private partnerships come into play. 
 
5.3. THE MESO SYSTEM 
Between various actors in private sector development lays a level of access, that 
includes components enabling them to participate in economic exchange. These refer to 
different resources- financial, physical and human- without which private sector 
development could not occur.
78
 Financial capital consists of factors such as banking 
systems, insurance companies, hedge funds, micro finance institutions, that are crucial for 
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influencing both the level of micro and small enterprises as well as the upper, macro and 
meta levels. Physical resources refer primarily to infrastructure and the human ones to 
education. There is no doubt among donors that targeting these components can strongly 
facilitate private sector development. 
 
5.4. THE MICRO LEVEL 
The micro level is concerned directly with factors related to functioning of businesses 
and enterprises at the most grass-root level. It highlights the levels of their capability and 
competence, and relates to how efficient and effective they are being managed. On these 
factors the basic development of private sector actors depends, if and how they manage to 
grow, and if and how they contribute to job creation and subsequent elevation of living 
standards of local peoples. The most important components of the micro level include 
access to capital, both financial and human, without which the start-up possibilities would 
have been very limited; marketing capabilities to branch out to new markets and attract 
new customers; know- how in technological and managerial sense; and business services 
such as accountants or lawyers.
79
 On the micro level, the donors‟ support is extremely 
crucial, as it is directed at actual, concrete and visible projects, which can be held 
accountable and can operate in a more transparent way. Development aid at this level, in a 
form of trainings, consulting, or in case of bilateral aid, business to business support, 
benefit poop on the most grass-root level, and contributes to bottom- up economic growth. 
 
 
 
 
                                                 
79
 Sunil Sinha, Approach and Organisation of Sida Support to Private Sector Development (SIDA Evaluation 
Report 01/14 2001), 22 http://www.oecd.org/countries/mozambique/46163988.pdf (accessed on the 30th of 
May 2013) 
  
Page 45 
 
  
CHAPTER 4  
AID TO PRIVATE SECTOR IN GHANA- THE CASE STUDY OF WOMEN’S 
MICRO ENTERPRISES WITHIN THE FASHION INDUSTRY 
 
Ghana was the first country in Africa to gain independence from a colonial power, 
in this case from Great Britain. Since the independence in 1957, with the exception of a 
short period of political turmoil right after, Ghana has been enjoying a relatively stable 
government and peaceful transitions in terms of handing over the political power. 
Regarding its economy, Ghana is rich in natural resources that generate nearly ¼ of 
country‟s GDP. Also cocoa exports and gold mining account for a large share of Ghana‟s 
economy. However, it is services that dominate it, contributing about 50% of GDP.
80
 
Despite Ghana‟s sound economic performance, the country still remains heavily dependent 
on development aid, with above average levels for the region- as retrieved from the World 
Bank Statistical Data, aid flows account for USD 49 per capita, while the regional average 
is on a USD 36 per capita level.
81
 
This chapter is first going to feature development aid flows to Ghana, with the focus on 
assistance to the private sector. In this regard, the garment industry is going to be 
introduced, highlighting its importance for developing countries‟ economic growth and 
development. Next, the case study of Ghanaian fashion industry will be presented, placing 
at the center specific examples of women‟s micro enterprises within the sector. 
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1. THE HISTORY OF AID FLOWS TO GHANA 
At the onset of its independence, Ghana was perceived as a relatively affluent and 
economically well- performing country. The situation persisted throughout the 1960s and 
most of the 1970s, but started to deteriorate at the end on the 70s. Macroeconomic 
mismanagement, corruption and permanent overvaluation were the root causes of the 
economic crisis.
82
 The steady decline of Ghana‟s economic performance coincided with the 
beginning of World Bank‟s and IMF‟s structural adjustment programs as a form of official 
development assistance. Under the auspices of SAPs, Ghana became a target of aid in a 
form of loans. Both the World Bank and the IMF became official supporters of the 
Economic Recovery Programme, but also by backing it up financially and exercising a 
strong influence on its design and implementation, they were actually viewed as official 
architects of Ghanaian economic recovery program. Besides financial aid in forms of 
loans, international community also provided an extensive professional assistance in terms 
of sending foreign experts to supervise the implementation of recommended policies, and 
technological aid which included Western- embedded know- how and foreign design. 
Foreign involvement in form of different foreign aid‟s mechanisms at that time in Ghana, 
despite contributing to overall improvement of country‟s economic situation, is negatively 
perceived by scholars. The reason for non- favorable evaluation of SAPs in Ghana stem 
from the fact, that they did not allow for bottom- up spur of economic growth by relying 
primarily on engagement of foreign consultants, instead of developing state- based 
administrative staff, and by requiring adoption of non-indigenous policies that often did 
not fit the local setting. Moreover, the influx of capital loans is believed to have heavily 
contributed to an increase of Ghana‟s foreign debt, in addition resulting in strong aid over-
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dependence.
83
 The increasing dependence on development aid is presented in the Figure 1 
below. 
Figure 1 Ghana: Trends in Aid Flows, 1960- 2006 
 
 Source: OECD DAC and World Development April 2007 
As the graph shows, aid flows have been significantly high and increasing, and the over-
dependence on development assistance accounted for a substantial share of the GNI. 
Heavy presence of financial capital flowing to Ghana from overseas led to a strong 
presence of foreign agenda, both in terms of politics and economic reforms, creating a 
situation of overwhelming conditionality. 
In 2000, with the change of the government in power, also a shift in development 
strategy occurred. Newly elected president J.A. Kufuor declared his term “the Golden Age 
for Business”, placing emphasis on developing private sector and officially establishing its 
role as an engine of growth.
84
 The major administrative step towards achieving this goal 
was the establishment of the Ministry for Private Sector Development in 2001, which was 
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supposed to coordinate government‟s policies towards creating suitable conditions for 
private sector to develop and generate growth. Simultaneously, donors‟ global development 
aid agenda also shifted towards supporting the business sector. As a consequence of shared 
interests, international assistance community involved in Ghana, together with Ghanaian 
government drafted the Private Sector Development Strategy, which, as a document 
resulting in mutual compromise, encompasses donors‟ preconditions for supporting 
projects designed along internationally recognized best practices, and the government‟s 
political and economic priorities.  
 
2. GHANA’S PRIVATE SECTOR DEVELOPMENT STRATEGY 
Ghana‟s Private Sector Development Strategy consists officially of two government‟s 
documents. The first long- term, comprehensive political document related to developing 
the private sector in Ghana saw a light in 2003, the second in 2009. Despite having 
different time frames (2004- 2008 for the former, and 2010-2015 for the latter), both policy 
papers relate to private sector development in the similar manner. In this part of the 
analysis, Ghana‟s private sector development overall policy is going to be scrutinized, with 
a focus placed on three aspects, namely the present situation in the private sector 
environment in the country, goals to be achieved in the field and the way to do so. 
 
3. CURRENT PRIVATE SECTOR ENVIRONMENT IN GHANA 
Both policy documents recognize the weak and underdeveloped private sector, which is 
characterized by high number of micro and small enterprises operating to a large extent in 
the informal or semi-formal sphere.
85
 One of the reasons for that is the fact that Ghana‟s 
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economy lack diversification and since the independence has been relying primarily on 
revenues from cocoa exports and mining (gold) sectors. Because of over-emphasis of the 
importance of these segments of the economy, Ghanaian market is mal-functioning in 
terms of creating a suitable environment for thriving private sector. It main deficiencies 
include weak financial sector, poor infrastructure, relatively high levels of corruption, lack 
of completely transparent laws and regulations, complex and not clear tax system, and 
limited system for business registration.
86
 In addition to poorly functioning market, the 
Private Sector Development Strategies point out to weak administration and low quality of 
services provided by the Government. Public sector‟s inefficiency in creating favorable 
conditions for private enterprises to thrive is considered one of the major obstacles to 
establishing Ghana‟s competitiveness in this area. Lack of sufficient public investments in 
infrastructure such as roads and electricity limits access to markets and significantly 
reduces export possibilities, especially for micro and small companies, which dominate 
Ghana‟s private sector. All these factors combined result in low job creation and high 
unemployment.
87
 
 
3.1. GOALS TO BE ACHIEVED FOR THE PRIVATE SECTOR 
Both Strategies place private sector in non- traditional industries at the center of 
economic diversification attempts. They aim at creating enabling environment for micro 
and small enterprises from sectors other than mining, minerals and agriculture, seeing 
potential especially in garments and textiles industry.
88
 Government intends for this sector 
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not only to grow domestically, but also to become a target of foreign investments and 
business-to-business aid. Private sector‟s growth, development, and consequent 
investments and generated revenues are perceived as means to achieve “the golden age of 
business”, which in Ghana‟s case means creating one of the most competitive business 
environments in Africa, with reduced barriers for domestic PSD and foreign private 
investment flows. As PSDSs state, development of private sector is all about the 
functioning of markets and the Government of Ghana stresses the importance of healthy 
pro-market regulations and laws. Primary goal that should be automatically achieved upon 
completing other preconditions is creation of well- paid and secured jobs, improved 
livelihoods, and consequent poverty eradication. 
 
3.2. KEY WAYS TO ENHANCE PSD IN GHANA 
According to the Strategy, Government of Ghana intended to undertake various 
activities in order to achieve outlined goals. The way in which these actions have been 
design relate directly to the system approach to PSD introduced in Chapter 3, Section 5 of 
this thesis. 
On the international, meta- level, Ghana aims at strengthening its position on the global 
market, by undertaking pro-market reforms design according to the international standards. 
This includes attracting foreign investments by creating an attractive private sector 
environment, enhancing export capabilities of local enterprises, participating in global 
tariff- reduction agreements and implementing their provisions on the national level.
89
 
With regard to the macro-level, the efficiency and accessibility of Ghanaian market 
will be improved, by focusing on macroeconomic and financial policies regulating 
country‟s private sector. The PSD Strategy does not deal specifically with how to design 
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macroeconomic policies, but simply call for greater private sector‟s involvement in the 
process, so especially micro and small enterprises benefit from healthy and appropriate 
regulations. More importantly, the Government of Ghana intends to improve financial 
sector, in order to remove major constrains to the functioning and development of private 
companies- that is lack of access to finance and high interest rates.
90
 
Enabling private sector enterprises to access various markets depend heavily on the 
meso- level, which refers primarily to infrastructure. The Strategy points out to the 
necessity of improving conditions of some major and most of secondary roads, access to 
ports and airports, access to storage facilities, and better electricity supply.
91
 Moreover, the 
Government acknowledges a need to accelerate the implementation of telecommunication- 
enhancing policies, as well as these supporting innovations in the field. 
All three above described levels, on which the PSD Strategy unfolds, influence each 
other, and taken together, impact the last, micro- level. In this regard, the Ghana‟s 
government aims primarily at enhancing the competences and abilities of micro and small 
companies to compete on the national and international markets, by supporting vocational 
and technical training schemes in order to improve managerial, marketing and 
technological skills of entrepreneurs, enabling access to microfinance mechanisms, and 
supporting technological transfer from bigger to smaller companies.
92
 
As the Strategy states, private sector development cannot happen without reforming 
Ghana‟s public sector. Problems such as corruption, difficulties in obtaining a business 
license, complex and unclear land and property laws, and mal-functioning bureaucracy 
need to be removed in order to enhance the growth of domestic private sector. 
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3.3. FASHION INDUSTRY WITHIN THE PRIVATE SECTOR 
In order to fully understand how aid flows can contribute to private sector development 
in the fashion industry in Ghana and to what extent it impacts women empowerment it the 
country, the fashion industry itself has to be identified and its role in economic growth has 
to be explained. In this thesis, the terms fashion industry, textile and clothing (T&C) 
industry, garment industry and apparel industry will be used interchangeably.  
 
4. THE APPAREL INDUSTRY AND ITS IMPORTANCE FOR DEVELOPING 
COUNTRIES 
The global apparel industry comprises of numerous segments, which cover different 
sets of activities related to garment production. These include, most importantly, textile 
production, garment design and manufacture, and retail, which comprise a global textile 
and clothing supply chain. Fashion industry in a broad sense is one of the most significant 
sectors in the global economy, generating around $500 billion in world exports annually
93
, 
and accounting for more than 26 million jobs around the globe.
94
 Some distinctive features 
make it a very important component of economic activities, with a special focus placed on 
countries from “the global South”.  
First of all, garment industry is characterized by providing employment opportunities 
for low-skilled labor, as it is highly labor-intensive and does not require high 
qualifications. Especially women benefit from this situation, and occupy the entry-level 
positions at the bottom of the sector‟s supply chain.95 Facing a perspective or 
unemployment or performing non-paid household duties, women‟s employment in the 
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fashion industry in developing countries can be perceived as an important step to their 
empowerment. 
Another distinctive feature of the apparel sector is the fact that at an initial stage it does 
not require high capital inputs, both when it comes to hiring employees and in regard to 
adopting new technologies. On a very basic level, T&C industry is all about performing 
manual labor in front of a sewing machine. Low-entry levels to the industry lead however 
to the emergence of numerous enterprises and subsequently to high competitiveness, and 
from the employees‟ point of view, to low wages.96  
Taking the above mentioned characteristics into account, the T&C industry is for many 
less developed countries the starting point on their way to export- led industrialization and 
consequent economic growth. For this reason it plays a vital role in the economic 
performance of many nations of “the global South”. However, one has to keep in mind, 
that although the initial processes of garments‟ production are based on low-skilled labor 
and basic technologies, the other levels, such as design, logistics or marketing, require 
advanced skills and high-tech.
97
 This division within the industry provides an opportunity 
for less developed countries in Sub-Saharan Africa to use their comparative advantage of 
having the abundance of low- skilled labor, establish themselves as hubs of apparel 
production, and this way get incorporated into the globalized economy. 
5. GHANA’S TEXTILE & CLOTHING INDUSTRY 
Ghana‟s fashion industry can be divided into the following sectors: 
 Export- based readymade garments 
 Traditional textiles (like kente and wax prints) 
 Custom-made garments 
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 Ready-to-wear garment for the domestic market 98 
Hence, Ghanaian apparel sector comprises from manufacturing activities ranging from 
production of fabrics, followed by textiles design and production, to creation of actual 
clothing, its marketing, distribution and export. 
As a part of broader manufacturing industry, the T&C sector was established as one 
of the engines of Ghana‟s economic growth right after independence, with the aim to 
reduce economic dependence by producing previously imported goods domestically.
99
 Till 
the late 1970s, the T&C sector dominated manufacturing industry in Ghana, accounting for 
27% of industry‟s employment, providing job opportunities for more than 25,000 
people.
100
 However, the golden age for Ghanaian fashion industry came to an end, when in 
the 1980s the unfavorable government policies led to the loosening of import regulations 
and the overall economic situation made it extremely difficult to gain access to financial 
capital. As a consequence, employment in the sector steadily declined, reaching the new 
low of fewer than 3000 employees in 2005.
101
 In addition to declining employment, the 
number of large enterprises was substantially reduced, from about 16 in the 1970s to just 4 
in 2006.
102
 Therefore the structure of the apparel industry has changed significantly, from 
being dominated by big corporations to comprising primarily of micro and small private-
owned enterprises. This situation is affecting the sector and its development in many 
significant ways which will be analyzed below. Another big challenge that the garment 
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sector has been facing is the strong competition from other African countries, such as 
Nigeria or Ivory Coast, but also from global textiles and clothing hegemons like China, 
India and Pakistan. Additionally, a region-specific problem of smuggling (pirating of 
designs) “through the bush” persists.103 
Current Ghana‟s fashion industry is dominated primarily by women, who comprise 
90% of its workforce- both as entrepreneurs and as employees.
104
 Micro and small 
companies tend to dominate the sector, and concentrate its activities primarily in or near 
the urban centers. Besides the production of fabrics for the use by garment designers and 
manufacturers, which is predominantly cotton- based, Ghanaian apparel industry 
comprises also of sub- sections such as production of African- prints, man- made fabrics, 
and hand- printed, traditional designs. Although a large domestic production, Ghana also 
imports products of foreign T&C industries, mainly from the EU, the US and neighboring 
African states. Exports of products produced by fashion industry have accounted for a 
large share of government‟s revenues throughout the years, and therefore explain the 
importance of the sector for overall economic performance of Ghana.
105
 Although, export 
earnings have been steadily declining, the Ghanaian Government acknowledges the fact, 
that T&C industry can be, as it proved in the past, a major force behind the country‟s 
economic growth, and therefore places a special emphasis on its (re-)development. 
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CHAPTER 5 
ETHICAL FASHION INITIATIVE- THE PROJECT, ACTORS INVOLVED AND 
THE RESULTS IN THE CASE OF GHANA 
1. BACKGROUND INFORMATION 
Fashion industry as a catalyst for development in the less-developed countries is a 
controversial topic. In a popular perception, especially in the light of recent events related 
to the collapse of clothing factory in Bangladesh, garment manufacturing is a dirty 
business, and has little to do with bringing prosperity and economic growth. However, 
being one of the most globalized industries in the world, providing employment for more 
than 60 million people around the world, fashion business can play a role in a global 
crusade against poverty. At least this is a perception shared by some development 
assistance actors. One of them is the International Trade Centre which launched the Ethical 
Fashion Initiative with a primary goal of “converting mainstream fashion into a more 
ethical endeavor”.106 
With a current revolution in fashion thinking, emphasizing importance of ethical and 
ecological concerns, the niche opened up for manufacturers willing and able to produce 
clothing according to these standards. Ethical Fashion Initiative in this sense aims at 
presenting this opportunity to micro-manufacturers from Sub-Saharan Africa, by bringing a 
business approach to poverty eradication. The Initiative was first introduced in East Africa, 
mainly in Kenya and Uganda in 2010. Since then, it spread to different countries on a 
continent and beyond. 
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2. THE ORGANIZATIONAL STRUCTURE AND ACTORS INVOLVED 
The Ethical Fashion Initiative is a complex and multifaceted project involving various 
actors from both targeted countries, as well as from international level. In order to fully 
understand its workings, it is crucial to uncover parties behind its design and 
implementation. 
2.1. ITC AND ITS POOR COMMUNITIES AND TRADE PROGRAMME 
International Trade Center (ITC) is a joint organization of World Trade Organization 
and United Nations based in Geneva, Switzerland, with an aim to make “business in 
developing countries (...) more competitive in global markets”.107 The key objective of 
ITC, which is poverty eradication by boosting trade between the global “North” and the 
global “South”, is being realized within the “Aid for Trade” approach. Its agenda centers 
around providing opportunities for the least developed countries to benefit from WTO‟s 
free trade agreements by supporting them in creating a supply side capacity and getting 
involved in a global supply chain.
108
 As a subsidiary organization of both WTO and UN, 
ITC is funded equally by both parties, receiving also some funds from bilateral donors.
109
 
Funds are further allocated to various technical programmes that ITC is facilitating, 
centered on issues such as market research, business advisory services, trade information 
management, export training development, sector-specific capacity development, 
international purchasing and supply chain management.
110
 
ITC‟s Poor Communities and Trade Programmed (PCTP) targets marginalized 
communities in the least-developed countries who are perceived as being able to escape 
extreme poverty by means of enhancing their trade and export capabilities. Primarily, 
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micro- entrepreneurs from these communities are presented with an opportunity to join 
global supply chain as basic manufacturers. As stated on the ITC homepage, Ethical 
Fashion Initiative is the flagship project of the Programme, and as such will be analyzed 
below. 
 
2.2. ETHICAL FASHION AFRICA LIMITED AND ITS PLACE WITHIN A 
WIDER SUPPLY CHAIN 
Ethical Fashion Africa Limited (EFAL), based in Nairobi, Kenya, is a subsidiary, non- 
profit social enterprise of ITC. It acts as a hub for clients and producers in the East Africa 
region, and focuses primarily on managing “all business operations and the social agenda 
of the Ethical Fashion Initiative”.111 In this sense, EFAL reaches out to poor communities 
of artisans and incorporates them into a global value chain, providing them with 
opportunities to upgrade from informal manufacturers‟ status and subsequently increase 
their incomes and standard of living. Although EFAL limits its activities to Kenya and 
Uganda, its affiliation with ITC within the broader Ethical Fashion Initiative serves here as 
an example of how the Initiative is organized. 
Figure 1 below illustrates the functioning of the Ethical Fashion Initiative and the role 
of EFAL and ITC within it.  
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Figure 2 Ethical Fashion Initiative's supply chain model 
International market, encompassing various clients (foreign designers, fashion houses, 
clothing chains etc.) from around the globe, is connected to the EFAL via ITC, who acts as 
an intermediary between both actors. All the orders are placed to through ITC- the 
organization, with cooperation with above mentioned international clients, develops 
designs which are then forwarded at EFAL. In this respect, EFAL acts as a hub for design 
center, workshop and as an administrative office.
112
 It employs people from local 
communities, possessing various educational and training backgrounds and skills, ranging 
from managerial, product development, and accounting to tailoring or packaging. Upon 
receiving an order from an overseas customer, EFAL sends a request to specific 
communities, specializing in related field. After completion, an order comes back to the 
Hub, when it undergoes a process of finishing, quality control and packaging.
113
 EFAL 
aims at delegating as much responsibility as possible to lower levels, in the course of the 
process establishing smaller strategic centers (hubs) that will take over its activities.  
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2.3. THE CLIENTS- INTERNATIONAL PRIVATE SECTOR AND ITS 
IMPACT ON THE PROJECT 
Ethical Fashion Initiative attracted various designers and fashion houses from around 
the globe, who decided to get affiliated with the project and mark it with their names. To 
the most renowned ones belong Vivienne Westwood, Stella McCartney, Carmina Campus, 
Coop Italia, Max Mara and Walmart.
114
 These international actors do not only find 
inspiration for their designs on African continent, but most importantly outsource their 
work there. Through the ITC and its Ethical Fashion Initiative they have their clothing 
made by communities cooperating with the Project.  
 
Figure 3 Business to business connections facilitated by the ITC and its Ethical 
Fashion Initiative; source: intracen.org 
International designers and fashion houses play a triple role within the Initiative‟s 
structure- firstly, they act as clients, directly contributing to creating employment 
opportunities for people from impoverished communities of micro-manufacturers by 
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placing orders to them and purchasing produced goods; secondly, by expecting specific 
results and good-quality clothing, they are willing to provide necessary training and 
advisory services, thus acting as development assistance agents; lastly, by advertising the 
Ethical Fashion Initiative with their names, they act as advocates of the Project, rising 
awareness of its existence and an impact it makes. Cooperation with Vivianne Westwood, 
as claimed by The Guardian, made “the biggest media splash, when in August she 
launched, from Nairobi, a collection of handbags called „Handmade with Love‟, and she 
also filmed her autumn campaign in the city”.115 Moreover, the British designer 
popularized the idea of ethical fashion at crucial events of the apparel industry, such as the 
Paris Fashion Week.  
In another corner of the globe, in Australia, Sydney- based brand Sass&Bide also 
partnered with the EFI. Explaining reasons for such an affiliation, Heidi Middleton, one of 
the designers behind the label, states: “It‟s not charity; it‟s a commercially viable venture 
which benefits both parties”.116 In this sense, international brands also act as private sector 
component of business to business partnerships, which are an important component of 
private sector development approach to foreign aid. 
 
2.4. PUBLIC ACTORS AND THEIR INVOLVEMENT IN THE EFI IN 
GHANA 
Ethical Fashion Initiative expanded to West Africa in 2012, with the creation of a hub 
in Accra, the capital of Ghana, for the transformation of traditional fabrics supplied by 
producers from the region, into a ready-to-wear garments for oversees clients. Ethical 
Fashion Initiative Ghana Project was set up as a cooperative between the ITC, the 
                                                 
115
 Clar Ni Chonghaile, From King's Road to Kenya: Vivienne Westwood's new fashion journey ( The 
Guardian, 24
th
 of November 2011) http://www.guardian.co.uk/world/2011/nov/24/kings-road-kenya 
vivienne-westwood (accessed on the 5th of July 2013) 
116
 Shadders Africa, Ethical: High fashion embarks on safari to bring sustainable income to African worker 
 http://www.shaddersafrica.com/ethical-high-fashion-embarks-on-safari-to-bring-sustainable-income-to 
african-workers/ (accessed on the 5
th
 of June 2013) 
  
Page 62 
 
  
government of Ghana (Ministry of Trade and Industry) and the Switzerland‟s State 
Secretariat for Economic Affairs. The latter party provided $3.5 million worth grant to 
facilitate the Project. 
Ghanaian EFI differs from its counterpart in Kenya or Uganda in the sense that it 
involves young local designers in the process, giving them a chance to creatively develop 
and manage the whole production of apparel. Domestically made garments are then sold to 
buyers around the world. What it does for communities in Ghana is involving local 
manufacturers on every stage of a process, leaving the responsibility entirely in hands of 
Ghanaians. Different communities, specializing in various garment-production related 
activities, such as weaving, sewing, designing, or packaging and shipping, are connected in 
a network that is subsequently linked via ITC‟s Ethical Fashion framework to foreign 
distributors. Aim of Ghanaian Project is primarily to “provide jobs and increased incomes 
through exports, and contribute to reducing poverty among micro-producers”.117 
What also distinguishes the EFI Ghana is the involvement of state actors in the Project. 
Swiss affiliation in this case fits into its broader development cooperation strategy, which 
places Ghana as one of its priority countries. It also relates to the major approach of Swiss 
government to development aid, which is providing assistance to private sector in order “to 
support the development of a competitive and sustainable export economy”.118 Swiss 
involvement is conducted along lines of inclusive business model, focused on including 
disadvantaged communities into a global value chain, and is implements within a broader 
market-based approach. In this sense, the EFI Ghana is said to be in line with Ghanaian 
Government‟s Industrial Sector Support Programmed, aiming at increasing the 
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competitiveness of country‟s manufacturing sector and generating revenues from non-
traditional exports.
119
 Government provided a site for Product Development Centre, which 
is supposed to perform a function of training and design development hub. 
 
3. ASSESSMENT AND THE IMPACT 
The impact of Ethical Fashion Initiative is measured based on assessment reports 
conducted by the ITC itself, the WTO and the Fair Labor Association (FLA). Due to the 
fact that Ethical Fashion Initiative in Ghana was only launched at the end of 2012 and is 
still in the motion, there is not official, comprehensive data related to the impact of Ghana-
based project. Therefore, assessment provided below is based on annual reports and 
external evaluations done on the overall project in 2010, 2011 and 2012. Social Impact 
Assessments were carried out by local experts affiliated with the ITC, using tools such as 
interviews and questionnaires among targeted communities. External assessment was 
conducted by the FLA in 2012, and focused both on scrutinizing ITC‟s Social Impact 
Assessments, as well as analyzing the impact of the Programme by organizing participative 
workshops, interviewing members of manufacturing communities, and carrying out visual 
inspections.
120
 
 
3.1. ECONOMIC RESULTS 
According to the report from 2011, the Programme generated more than 7,000 jobs, 
mostly among disadvantaged communities of women.
121
 As the data is relatively old, and 
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since then the Initiative expanded to the West Africa, including Ghana, it can be assumed 
that the actual number is substantially higher. Moreover, as estimated by the FLA, 
manufacturers before getting affiliated with the Programme were earning less than US$1 a 
day- after joining the EFI and receiving orders from oversees clients the daily earnings 
increased to US$4- US$7.
122
 Also, by getting recognition on the international fashion 
market, the Programmed is expected to sustain itself, and therefore, steadily contribute to 
certain employment and regular income. 
 
3.2. SOCIAL RESULTS 
Economic impact transformed livelihoods of a majority of surveyed women. As ITC‟s 
Social Impact Assessment states, 88% of them are able to make independent financial 
decisions, which also translates into their upgraded status in communities and at homes, 
especially in relation to male- female dichotomy. More than 90% of women with financial 
resources acquired managed to make improvements in their homes and are now able to 
provide more for their families. Importantly, almost all manufacturers gained self-
confidence when it comes to their skills, future employment possibilities and position of 
the labor market. Also, the pride about their job is substantial in artisans‟ communities.123 
The numbers however do not look so promising when it comes to nutrition and access 
to fresh water. Only more than a half noticed an increase in the number of daily meals 
(than changed from two to three), and ¾ changed their dietary habits to a healthier one. 
Still, more than 20% of women involved in the Programme do not have access to fresh 
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foods and water.
124
 
 
4. ETHICAL FASHION INITIATIVE AND WOMEN EMPOWERMENT 
Women entrepreneurs in Ghana, as in the whole Sub-Saharan Africa, face many 
obstacles while trying to achieve economic and subsequent social empowerment. Among 
them the most commonly experienced are discrimination on a basis of gender, lack of 
access to financial resources, traditional female roles as a stay-home mother and wife, lack 
of necessary skills and access to markets. The EFI helps to overcome at least some of 
above mentioned problems and provides women with an opportunity to transforms their 
fashion-related skills into well-functioning, sustainable businesses. 
The EFI is based on principles of social responsibility, related to fair labor conditions 
and environmental consciousness. In this respect, women empowerment is being achieved 
by implementing regulations ensuring an appropriate wages (usually, at least twice as high 
as the minimum wage in a country), which are also negotiated by employed women. All 
the labor standards, on which the EFI is based, are monitored and audited by the FLA.
125
 In 
terms of environment- friendly business approach, the EFI promotes usage of basic 
technics that both leave low-carbon footprint and are require traditional skills possessed by 
women manufacturers.  
In addition to purely economic highlights of women empowerment, the process is also 
fostered by strong capacity building, in terms of skills development. The Programme 
provides extensive training in sewing, stitching, printing and designing, but also aims at 
empowering women in general entrepreneurial skills such as management, bookkeeping, 
microfinance and logistics.
126
 Capabilities acquired through the participation in the 
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Programmed benefit women‟s livelihoods in terms of future employment and business 
development. Overall training makes it easier for women to start their own enterprise and 
thus contributes to private sector development and to consequent poverty eradication. As 
Forbes states: “In Ghana (…) the rate of nascent women is higher than men”.127 Women 
entrepreneurship, as a part of women empowerment, is one of the crucial characteristics of 
“womenomics”- an approach to economic development focusing on what women could 
bring to the table, by managing companies or running their own businesses. Their 
contribution to increasing growth is seen as crucial. 
 
5. CRITICAL EVALUATION 
Although the Programme in general is considered a success, it also has its substantial 
shortcomings. These relate to both the structure of the Programme and to obstacles which it 
stumbled across along the way. In case of the former, as the EFI is designed and managed 
primarily by the ITC, some of its shortcomings can be derived from the organization and 
functioning of the ITC. Being from a very start a rather small, technically-oriented agency, 
the ITC maintained such a focus and still centers on providing primarily technical 
assistance. As claimed by Browne and Laird: “But while it still has a role to play as a 
technical agency, it is too small to act on its own to effect the transformative changes that 
development demands, because it lacks a policy focus and the financial clout that could 
reinforce its role”.128 Development process evolved substantially during the ITC‟s 
existence, and is now more multifaceted and complex than ever, entailing economic and 
social, as much as political factors. Newly acknowledged determinants of development are 
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increasingly embedded in good governance and institutions, and the ITC, maintaining a 
strictly technical approach cannot effectively respond to all developmental challenges.
129
 
The problems that the EFI has been encountering on the ground remain in a relation to 
the above. The ITC‟s field report points out to extreme poverty that caused substantial 
difficulties while implementing the Initiative. Being multidimensional and complex, 
poverty touches upon not only economic, but also social aspects of lives, jeopardizing what 
the report calls “the formation of social capital, i.e. the capacity to work together for the 
achievement of common goals”.130 It is acknowledged that in countries where extreme 
poverty prevails, difficulty in implementing certain technically related programmes, such 
as the EFI, substantially increases. Societies in such countries do not possess capabilities to 
effectively and fully use provided training and acquire technological solutions set in place. 
Therefore, the ITC and its EFI are not able to tackle overall poverty with all its 
complexities, and their reach is limited. Within this setting, the workings of the ITC do not 
seem to be enough. Multifaceted poverty to be alleviated requires multidimensional 
solutions, thus involvement of variety of actors, both public and private, both domestic and 
foreign, is necessary. 
Another major problem encountered in the process of EFI‟s implementation is 
infrastructure in targeted regions. This relates to poor communication infrastructure, 
including limited access to phones, computers or internet, difficult transportation 
conditions, varying from one site to another, and chronic power cuts.
131
 As the 
infrastructure lies primarily within governmental responsibility, the ITC, taking into 
account its limited resources, is in no position to tackle this problem. This situation 
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therefore brings into question the state‟s involvement in such development initiatives. 
 
6. DISCUSSION- THE EFI’S RESULTS AND STATE’S INVOLVEMENT 
In the final part of this chapter, the Ethical Fashion Initiative and its impact will be 
discussed in the light of the Post-Washington Consensus theory of economic development. 
As outlined in the chapter on theoretical background (Chapter 1) the Post-Washington 
Consensus in a nutshell advocates for a mix of state and market forces working together 
towards fostering development. Having this in mind, the question to be answered here is 
how public institutions are involved in private sector development projects such as the 
Ethical Fashion Initiative? 
As the analysis from the previous chapter shows, initially, the EFI was a programme 
largely based on market- driven approach, relying primarily on market mechanisms and on 
the international interplay of supply and demand. However, with the course of time, after 
the Programme had matured and spread over Western Africa, including Ghana, its 
designers acknowledged the necessity of government‟s involvement, both as a donor and 
as a recipient. In Ghanaian case, Swiss government became a part of the Initiative by 
providing a generous grant and getting involved in implementation and promotional 
activities. On the recipient‟s side, Ghana‟s Ministry of Trade and Industry became an 
intermediary between the international and the micro-enterprises level. Nonetheless, as 
several assessments and evaluations pointed out, there are multiple obstacles the Initiative 
has been facing, which reflect on its effectiveness and success. Many of them directly or 
indirectly relate to what extent a government gets involved in development programmes. 
The most prevailing are financial constraints that unable many micro-manufacturers to 
enter the market and produce their clothing for export purposes. These cannot simply be 
solved by market forces, as financial systems are largely managed by states and their 
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institutions. Complexities of receiving a loan, getting incorporated to a micro financing 
scheme, or obtaining a status of subsidized enterprise go far beyond what markets can 
regulate, therefore government‟s involvement in this sphere seems crucial. Mechanisms set 
in place by the EFI proved successful in engaging some micro-enterprises, but alone they 
have not been able to reach out to all producers, who potentially also could benefit from 
the Programme. Therefore, state‟s involvement in providing a financial set-up in a way that 
will embrace more communities, is vital. 
Furthermore, the impact of the EFI on boosting development is substantially limited by 
prevailing gaps in specialized and general knowledge. Besides the lack of proper fashion 
designing and manufacturing training, “vital managerial skills and management knowledge 
are  identified to be a  major lacking factor in this sector”.132 This is believed to be caused 
by inadequate capital needed to conduct such a training, poor access to necessary 
equipment and tools, and low levels of innovation. Although the EFI tries to tackle this 
problem by offering specialized and general training, the fact remains that its scope is quite 
limited. In the sense of providing education that will allow larger number of Ghanaians to 
independently managed and develop their companies, state again has an important role to 
play. Having the Government of Ghana already acknowledged the importance of broadly 
understood fashion industry for prosperity of many communities, the education system set 
in place in the country should reorient itself in a direction of both entrepreneurial training, 
as well as specialized, fashion-related skills-development. 
In relation to problems encountered by the EFI when it comes to infrastructure, the 
necessity of stat‟s involvement is undeniable. As found by Asare: “Interviews  with  
shareholders  in  the  textile  sector  of Ghana reveals  that  electricity, water, fuel and 
transportation cost occupied a higher percentage in the total cost of production 
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(approximately 25% of  total  cost)”.133 The EFI does not have a capacity and resources to 
overcome these issues, but if they remain unaddressed, Programme‟s impact is going to be 
substantially limited. 
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CONCLUSION 
 
The phenomena of globalization without any doubts influences every aspect of current 
political and economic processes. Various actors from international, national and local 
levels are getting increasingly interlinked in what became to be known as ”global village”. 
Political ideas, such as the concept of development aid, constructed on an 
intergovernmental level, are being implemented by different intermediary agents, and 
finally reach, in one way or another, local communities around the globe, including those 
in Ghana. Whether one likes it or not, today‟s world is designed in a way that enforces 
different connections and linkages. 
In the era of globalization, also fashion industry became entangled with various 
markets around the world. A crucial impact of these global connections on manufacturers, 
producers, designers and marketers in a country like Ghana is twofold: first of all, 
globalization established itself as a key force facilitating production and distribution of 
garments in exchange for economic gains; second, the country became one of the targets of 
global, highly labor-intensive fashion industry for relatively cheap manufacturing.
134
 
Seeing this as an opportunity to boost exports of clothing produced in Ghana and through 
that generates revenues and subsequent economic growth, global foreign aid industry 
embarked on a journey to address challenges facing fashion enterprises in Ghana and fight 
poverty by supporting development of fashion micro-enterprises. One of the programmes 
that was born out of this approach, is the Ethical Fashion Initiative. 
Following the trend that has been dominating international foreign aid discourse for 
the last two decades, the EFI brought privately owned micro enterprises within fashion 
industry to the center of development agenda. Operating within a broader private sector 
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development approach, relying largely on market mechanisms and incorporating various 
actors from international, national and local level, as well as non-governmental 
transnational agents, the EFI aims at fostering sustainable growth, steady development and 
women empowerment in targeted communities. One of the pilot countries of the 
Programme was Ghana, where the EFI got in some ways affiliated with the Government. 
This example of market-state interplay within the broader discourse of aid to private sector 
was at the core of this thesis‟s analysis. 
Ghanaian example illustrates perfectly how general global trends in development 
aid thinking have been changing over the years and how the concept of foreign assistance 
has been shaped to become what it is now. The Ethical Fashion Initiative fits into current 
discourse in development thinking emphasizing support for private sector. Aid to private 
fashion sector in Ghana, exemplified by the Ethical Fashion Initiative Programme, is a 
complex and multidimensional process, involving various private and public actors, from 
international, national and local levels, in order to cope with multilayer character of 
development. The complexity of the Programme corresponds with how complicated and 
multifaceted the development aid concept is, especially after having undergone multiple 
changes and evaluations in the last years.  
Although, Programme‟s measured results strongly point towards its huge potential 
for success in terms of training and employment on a basic, micro level, especially for 
women, private sector development in the fashion sector in Ghana encounters substantial 
obstacles that strongly influence the scope of its effectiveness. Taking aid to private fashion 
sector as an illustration of how private sector development approach in general unfolds in 
the Ghanaian setting, the major conclusion that comes out of the analysis is the greater 
necessity for state‟s involvement in PSD strategies. Programmes such as the EFI should 
seek greater cooperation with governments and its subsidiary public institutions in order to 
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fully tackle development problems in place. Current thinking in the field of global political 
economy, emphasizing the importance of market-state cooperation, should also influence 
private sector development activities and could enrich future programmes, similar to the 
EFI. 
As Ghana is steadily making its transition to becoming a middle-income state, aid 
flows are believed to slowly decrease. Therefore, foreign assistance to private, non-
traditional export sectors like fashion industry should be monitored and critically evaluated 
in the future, as their importance for the economic transition is crucial. With decreasing aid 
flows, Ghana needs to set in place an efficient environment in order to attract foreign 
financial capital in forms different from aid- like foreign direct investments or business-to-
business support. In this respect government plays an important role, and it already calls 
for its increasing involvement. The Ethical Fashion Initiative Ghana is still running, but it 
has already taken a different stance when it comes to its affiliation with public sector. What 
are going to be the specific further outcomes of this market-state interplay for local 
communities is the questions that future researchers need to answer. 
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